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TAGS: BENC; PA, BR 
SUB J : ITAIPU PROJECT 

FOLLOWING MESSAGE DRAFTED BY AMCONSUL RIO DE JANEIRO: 

1 . IN APRIL 20 MEETING WITH ECON/COML COUNSELOR, COSTA 
CAVALCANTI, BRAZILIAN PRESIDENT OF ITAIPU, REVIEWED CURRENT 
STATUS OF PROJECT. CAVALCANTI STATED THAT ITAIPU MANAGEMENT 
WAS EXAMINING THE FOUR TECHNICAL PROPOSALS RECEIVED APRIL 15 
FOR THE GENERATORS AND TURBINES. FINANCIAL PROPOSALS WERE 
DUE IN JUNE AND A DECISION WOULD PROBABLY BE MADE IN AUGUST. 
ACCORDING TO CAVALCANTI, IN GE'S BID THE TURBINES ARE 70 
PERCENT BRAZILIAN, THE FIRST SEVEN GENERATORS 66 PERCENT 
BRAZILIAN AND THE REMAINING GENERATORS 82 PERCENT BRAZILIAN. 

GE'S DETAILED PLANNING WOULD BE DONE IN BRAZIL WHILE THE 
BASIC CONCEPTS WOULD BE DEVELOPED IN CANADA. FOR WESTING- 
HOUSE 80 PERCENT OF THE GENERATORS AND 60 PERCENT OF THE 
TURBINES WOULD BE BRAZILIAN, AS WOULD BE ALL OF THE PROJECT 
PLANNING. CAVALCANTI WOULD NOT DISCUSS BRAZILIAN CONTENT 
OF THE JAPANESE AND EUROPEAN BIDS. HE ALSO DID NOT GO INTO 
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FINANCING CONDITIONS EXCEPT TO SAY THAT FINAME WOULD 
FINANCE ALL BRAZILIAN CONSTRUCTION. 

2. IN CAVALCANTI'S OPINION, THERE WAS A GOOD POSSIBILITY OF 
THE CONTRACT BEING DIVIDED UP AND MORE THAN ONE OF THE 
COMPETING CONSORTIA RECEIVING EQUIPMENT ORDERS. DURING SOME 
YEARS THE ITAIPU TIMETABLE CALLS FOR THE DELIVERY OF FOUR 
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UNITS AND THIS PACE WOULD STRAIN THE CAPACITY OF ANY ONE 
MANUFACTURER. CAVALCANTI DISMISSED THE IDEA OF THE SOVIET 
UNION ENTERING THE COMPETITION. ONE OF THE BID CONDITIONS, 

HE POINTED OUT. WAS THAT THE CONSORTIUM LEADER MUST HAVE A 
PLANT LOCATED IN BRAZIL. THIS REQUIREMENT DISQUALIFIED THE 
RUSSIANS. ANOTHER NEGATIVE FACTOR WAS THE ABSENCE OF 
POLITICAL OR COMMERCIAL RELATIONS BETWEEN PARAGUAY AND THE 
USSR. 

3. CAVALCANTI REPORTED THAT THE CYCLE DISPUTE WAS "AT THE 
POINT OF DECISION." IN HIS OPINION, PARAGUAY WOULD FINALLY 
OPT FOR 60 CYCLES, PERHAPS WITHIN THE NEXT 
4 TO 6 WEEKS. THE ECONOMIC CONSIDERATIONS WERE 
OVERWHELMING. AN ADDITIONAL DOLS 100-150 MILLION WOULD HAVE 
TO BE SPENT IF THE PROJECT WAS DEVELOPED WITH NINE GENER- 
ATORS CAPABLE OF PRODUCING 50 OR 60 CYCLE POWER. THIS COST 
COMPARED TO DOS 10-15 MILLION TO CONVERT PARAGUAY'S ELECTRIC 
SYSTEM TO 60 CYCLES. PARAGUAYAN PRESIDENT STROESNER, 

DURING HIS APRIL 1 1 MEETING WITH PRESIDENT GEISEL HAD 
REQUESTED ANOTHER MONTH TO CONSIDER THE PROBLEM. CAVALCANTI 
NOTED THAT THE CYCLE CHOICE WAS A POLITICAL ISSUE IN PARAGUAY 
WITH INTELLECTUALS AND UNIVERSITY STUDENTS GRUMBLING 
ABOUT BRAZILIAN IMPERIALISM. IN THE END, HOWEVER, HE 
BELIEVED THAT ECONOMIC REALITY WOULD CARRY THE DAY. 
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